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PREFACE. 


The  data  upon  which  the  following  Calculations 
have  been  based,  are  the  most  authentic  within 
reach ;  namely,  those  furnished  by  well  known 
parliamentary  documents,  and  by  the  aid  of  such 
works  as  Dr.  Hamilton's  History  of  the  National 
Debt,  and  Mr.  M'Culloch's  Dictionary  of  Com- 
merce, which  require  no  attestation  of  their  au- 
thority; and  in  the  Calculations  themselves,  it  is 
hoped  that  accuracy,  which  has  been  sought  with 
some  trouble,  has  been  as  far  as  possible  at- 
tained. They  were  originally  designed  by  the 
author  to  satisfy  his  own  curiosity  ;  but  he  has 
thought  himself  justified  in  presuming  to  publish 
them,  even  though  he  should  have  mistaken  their 
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worth  on  the  present  occasion,  because  it  ap- 
pears to  him  that  they  contain  matter  of  interest 
beyond  their  immediate  application,  and  of  use 
in  whatever  questions  involve  any  of  the  past 
fluctuations  of  the  currency  within  this  century. 

Curzon  Street, 
June  1833. 


A  BRIEF  INQUIRY, 


Of  all  the  weapons  of  assault  wielded  by  the 
foes  of  cash  payment  against  the  act  of  1819, 
and  aimed  at  the  demolition  of  the  standard  of 
value  then  restored,  the  argument,  perhaps,  most 
palpably  effective  with  all  capacities,  because  most 
readily  intelligible,  and  which  has  been  therefore 
most  sedulously  repeated,  is  that  which  assumes 
and  asserts  a  heavy  loss  to  the  state  in  account 
with  its  creditors,  by  the  difference  between  the 
depreciated  value  of  the  currency  in  which  many 
of  its  large  contracts  were  made,  and  th£t  in 
which  they  have  been  since  discharged.*     The 

*  As  for  instance  ; — "  J  cannot  fail  also  to  remark  the  im- 
mense sum  added  to  the  debt  during  the  period  of  the  great 
depreciation  of  the  currency ;  according  to  the  measure  of  the 
ancient  standard,  which  was  then  suspended,  we  generally 
borrowed  about  fifteen  shillings  in   the  pound  ;  and  with  our 
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truth  is,  that  in  itself,  and  with  its  assumptions 
granted,  it  is  more  than  plausible  ;  and  nothing 

return  to  that  standard  we  are  now  required  to  pay  the  twenty 
shillings.  The  letter  of  the  bond  and  the  pound  of  flesh  are 
claimed  by  the  creditor.'''' — Corn  and  Currency,  by  Sir  James 
Graham,  Bart.,  M. P.    1828,  p.  37. 

"  We  freely  admit  the  weight  of  these  remonstrances ;  we 
acknowledge  that  through  an  unrestrained  anxiety  for  observ- 
ing the  letter  of  the  national  faith,  the  spirit  of  the  obligation 
was  disregarded,  and  gross  injustice  committed  on  the  great 
body  of  producers  throughout  the  kingdom,  as  well  as  on  all 
debtors." — Qu.  Rev.  No.  xciv.  p.  437. 

"  We  had  borrowed  immense  sums  in  a  depreciated  paper 
currency.  In  order  to  avoid  the  possible  accusation  of  de- 
frauding our  creditors,  we  agreed  in  1819  to  pay  them,  if  ihey 
demanded  it,  in  a  gold  currency,  equal  in  fineness  and  weight 
to  the  old  standard  which  had  been  virtually  abolished  in  1796. 
But  surely  this  is  the  utmost  to  which  the  most  rigid  sticklers 
for  the  observance  of  the  public  faith  can  conceive  the  country 
pledged." — Ibid.  No.  lxxxix.  p.  500. 

"  The  petition  of  the  members  of  the  Pollokshaws  Political 
Union,— Humbly  sheweth,  that  800,000,000  of  the  present 
money  is  not  due  to  the  landholders;  the  value  of  the  money 
has  been  changed,  it  has  been  doubled  in  the  amount  of  one 
half,  and  therefore  if  the  debt  were  paid  off,  the  creditors 
ivoutd  be  entitled,  in  fact,  to  no  more  than  400,000,000  of 
money  of  the  present  value. 

"  Your  Petitioners,  therefore,  intreat  your  honourable  house 
to  pass  regulations  to  effect  an  equitable  adjustment  of  the 
claims  of  the  fundholders,  and  to  compel  them  to  submit  to 
the  decisions  of  competent  judges  of  the  matter.'' — 13th  Rep. 
on  Pub.  Petit.  1833.    App.  No.  570. 

"  The  nobleman  at  present  at  the  head  of  his  Majesty's 


5 


can,  upon  the  face  of  them,  be  more  just  than  its 
conclusions.     There  is  no  doubt  that  there  was  a 

servants,  has  uniformly  stated  that  the  bill  of  1819  was  an 
act  of  injustice;  and  he  has  declared  in  his  place  in  parlia- 
ment, above  ten  times,  that  we  are  now  compelled,  in  con- 
sequence of  that  bill,  to  pay  in  full  tale — to  pay  in  gold  the 
fall  weight  of  a  debt  contracted  in  depreciated  paper.  To 
that  bill,  the  noble  Earl  has  always  declared  that  he  never 
gave  his  sanction  ;  and  I  believe  he  never  did,  either  directly 
or  indirectly,  from  first  to  last.  Well  then,  it  surely  becomes 
the  duty  of  the  noble  Earl  and  his  colleagues  to  adopt  some 
measures  to  correct  the  evil  that  has  been  inflicted,  and  to  do 
justice  to  the  country.  Thirteen  or  fourteen  years  has  been 
long  enough  for  the  continuance  of  a  system  of  injustice." — 
Speech  of  Mr.  Cobbett,  in  the  House  of  Commons,  May  16, 
1833. 

"  Considering  that  the  currency  has  been  changed,  your  pe- 
titioners beg  leave  to  observe  that  that  part  of  the  national 
debt  which  was  contracted  in  a  low  currency,  is  now  paid  for 
by  the  people  in  a  high  currency,  hence  arises  distress  and  ruin. 
Your  petitioners  therefore  humbly  pray  of  your  honourable 
House,  that  you  will  reduce  the  interest  on  the  funded  debt  to 
such  a  degree,  that  the  whole  of  the  profits  of  the  productive 
industry  of  the  country  may  no  longer  be  swallowed  up  by  the 
dealer  in  the  funds,  and  that  the  last  drop  of  the  nation's  blood 
may  not  be  poured  otd  to  be  licked  up  by  the  cannibdls  of 
Change  Alley." — Petition  to  the  House  of  Commons,  Feb. 
14th,  1827,  quoted  ibid. 

*'  The  world  perhaps  has  scarcely  ever  witnessed  a  more 
gross  perversion  of  terms,  than  in  the  way  in  which  the  words 
"honesty"  and  "dishonesty"  were  bandied  about  by  the 
enemies  of  inquiry  in  the  late  debate.  Former  parliaments 
having  passed  and  sanctioned  the  most  odious  system  of  wrong 
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large  depreciation — none  that,  during  its  exist- 
ence, large  contracts  were  made  by  the  state  for 
money— none  that  we  have  since  returned  to  a 
currency  of  higher  value,  with  which  we  are  yearly 
paying  their  stipulated  price;  and  there  can  be  as 
little  question,  that  ifthelenders  of  that  day  adapted 
their  bargains  accordingly,  and  obtained  a  larger 
consideration  thereupon  in  mere  paper  than  they 
could  have  obtained  in  the  metallic  standard  in 
which  these  fixed  payments  have  since  been 
made,  these  fixed  payments  have  become  so 
much  more  in  value,  and  therefore  are  to  the 
payers  so  much  augmented.  It  is  but  ele- 
mentary logic  which  teaches  a  man  that  if  he  has 
engaged  to  pay  two  thirds  of  an  ounce  of  gold, 

and  robbery  to  be  found  in  our  own,  or  the  legislative  annals 
of  any  country,  we  are  gravely  told,  that  as  much  as  to  inquire 
into  the  result  of  this  measure,  and  to  endeavour  to  probe  and 
heal  the  wound,  would  be  dishonesty." — Morning  Herald, 
April  27,  1833. 

"  It  therefore  cannot  be  denied,  that  to  make  gold  the 
standard  of  value,  and  to  force  a  metallic  currency  upon  the 
present  community,  while  ice  are  oppressed  by  a  national  debt 
created  in  paper,  and  our  commerce  is  exposed  by  the  power 
of  modern  dogmas,  to  an  unequal  competition  with  foreign 
states,  is  visiting  the  so-termed  errors  of  our  forefathers  upon 
us,  with  a  twofold  vengeance,  by  the  application  of  measures 
which  the  blindness  of  fanaticism  might  once  have  imposed, 
but  which,  in  these  days  of  light,  only  reflect  disgrace  upon  the 
government  which  enforces  them." — Ibid.  City  Art.  March 
22nd,  1833.     &c.  &c.  &c. 


or  its  equivalent,  a  change  which  requires  him 
to  pay  that  of  a  full  ounce,  makes  him  a  loser. 
The  argument  and  its  immediate  consequences 
is  within  the  comprehension  of  every  understand- 
ing; it  touches  man  in  that  most  sensitive  of 
vital  parts,  the  pocket ;  and  it  can  be  therefore 
matter  of  surprise  to  no  one  that  it  has  been 
made  a  ready  instrument  of  popular  declamation, 
aud  has  been  administered  as  a  stimulant  in 
speech  and  print  to  the  passions  of  all  tax-payers 
from  the  Land's  End  to  John  o'Groat's,  and  from 
1819  down  to  1833. 

To  this  reasoning,  the  answer  commonly 
opposed,  and  with  irrefragable  justice,  is,  that  if 
there  be  a  loss  to  the  country,  it  is  bound  in 
common  faith  to  bear  it ;  that  it  was  caused  by 
its  own  acts  ;  and  that  the  contracts  thereby 
affected  were  made  under  its  own  reiterated 
guarantees  that  their  true  value  should  be  as  soon 
as  possible  restored. 

It  must  not  be  forgotten  that  the  suspension  of 
cash  payments,  originally  confined  to  a  very  short 
period,  was  never  for  a  moment  converted  into  an 
abolition.  It  appears,  that  during  the  twenty-two 
years  of  the  restriction,  nine  several  times  was  its 
expiration  simply  deferred,  with  the  avowed  in- 
tention that  it  should  be  really  limited  by  each  ap- 
pointed term;  and  from  the  year  1814  downwards, 
with  a  deliberate  declaration   by  the  legislature 
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"  that  it  was  highly  desirable  that  the  Bank  of 
England  should,  as  soon  as  possible,  return  to 
the  payment  of  its  notes  in  cash  ;"  a  sentiment 
varied  only  in  its  form  on  each  succeeding  occa- 
sion. To  say,  then,  that  the  debts  created  during 
the  depreciation  were  arranged  by  the  contract- 
ing parties  according  to  its  extent,  and  that  the 
state  is  not  bound  to  fulfil  those  engagements  by 
the  standard  which  it  so  proclaimed,  is,  in  the 
first  instance,  to  take  the  whole  advantage 
arising  from  a  reliance  on  its  assurances,  and 
then  to  set  them  wholly  aside  in  its  own  favour. 
There  can  be  no  doubt  that  these  assurances 
contemplated  the  ancient  and  established  stand- 
ard as  their  object ;  there  can  be  none  that  if 
they  had  been  exchanged  for  a  permanent  ex- 
tinction of  cash  payments,  the  currency  would 
have  still  further  felt  the  difference ;  and  the 
public  faith  is  therefore  bound  herein  not  by  a 
moral  merely,  but  by  a  positive  written  legal, 
obligation.  Parliament  has  hitherto  happily,  in 
spite  of  all  temptations,  adhered  with  a  manly 
firmness  to  that  conviction  ;  and  it  is  not  the 
least  of  the  causes  by  which  this  country  has 
acquired  and  maintained,  through  its  government, 
a  command  over  its  collective  wealth,  such  as  we 
may  venture  to  say  no  nation  ever  before  enjoyed 
in  the  history  of  the  world. 

But  after  all,   with   every   questionable  con. 
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dition  granted,  is  it  absolutely  certain  that  the 
original  fact  upon  which  the  whole  argument 
rests  is  true ;  and  that  the  country  has  really 
been  a  serious  loser  by  the  effects  of  depre- 
ciation, and  by  the  honourable  redemption  of  its 
own  free  pledges?  When  we  hear  a  fact  or  ar- 
gument continually  and  confidently  assumed,  we 
are  often  gradually  led  at  length  to  accept  it  as 
established ;  and  we  conclude  it  to  be  proved, 
when  it  is  only  perseveringly  asserted.  The 
manifest  duty  of  its  assertors  demands  that  they 
should  have  made  the  inquiry;  from  the  duty, 
we  gladly  infer  a  performance  which  relieves 
ourselves  from  the  responsibility;  and  rather 
than  face  the  trouble  of  an  examination,  which 
might  probably  only  lead  us  to  the  same  point, 
we  resign  our  judgment  to  an  indolent  and  easier 
asquiescence. 

It  is  surprising  how  little  is  required  beyond 
unflinching  impudence  to  commence,  in  almost 
any  case,  this  process.  Let  an  allegation  be  but 
boldlyand  diligently  made,  and,  by  mere  gregarious 
concurrence,  popular  belief  will  gradually,  though 
surely,  follow.  Not  that  the  fallacy  or  falsehood 
will  always  ultimately  escape  its  due  exposure ; 
but  it  will  generally  serve  to  last  out  some  present 
occasion  :  and  when  we  consider  how  short  a 
time,  well  improved,  suffices  to  produce  a  given 
effect  with  that   mighty  fulcrum  of  political  and 
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social  innovation,  the  numerical  majority  of  man- 
kind, we  may  easily  understand  how  well  the 
result  repays  the  risk,  and  how  often  the  antidote 
lags  late  behind  the  mischief. 

Of  such  a  nature,  to  all  appearance,  is  the 
argument  above  recited.  It  is  manfully  pro- 
claimed, that  the  nation  has  been  largely  injured 
by  a  change,  which  has  no  doubt  affected  its 
transactions,  as  well  as  others ;  and  that  although 
its  honour  may  be  construed  as  in  some  sort  im- 
plicated, the  loss  is  too  high  a  price  for  such 
fanciful  and  exaggerated  chivalry.  The  facts 
are  taken  on  all  hands  for  granted  ;  the  conclu- 
sions follow  of  themselves. 

Now,  in  reflecting  on  the  real  force  of  all  this, 
we  may  perhaps  find  that,  so  far  as  the  matter 
lies  between  the  public  and  its  creditors,  it  is 
not  wholly  incapable  of  a  test,  or  at  least  of  such 
an  approximation  to  it  as  would  give  a  strong 
presumption  of  the  true  distribution  of  the  loss. 
Since  this  branch  of  the  question  is  confined  to  the 
effects  produced  on  a  given  amount  of  determinate 
contracts,  it  would  not  be  impossible  to  investigate 
the  actual  operation  upon  each,  as  modified  by 
the  circumstances  individually  belonging  to  it; 
and  if  this  should  be  done  with  accuracy,  so  far 
as  an  examination  of  their  several  accounts 
afforded  means,  we  should  arrive  at  a  balance 
which  would  not  only  give  a  more  distinct  ex- 
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hibition  of  that  part  of  the  subject  alone,  but 
might  have  some  value,  by  analogy,  as  an  index 
of  its  true  inclination  in  others  less  capable  of 
an  estimate.  An  attempt  to  compass  this  re- 
sult forms  the  object  of  the  following  short 
inquiry. 

There  can  be  no  room  for  a  denial  of  the  po- 
sition, that  if  a  return  from  depreciation  has  had 
an  effect  on  one  side,  that  of  the  depreciation 
itself  must  have  corresponded  to  it  on  the  other; 
and  that  if  a  payment  fixed  during  its  continu- 
ance has  brought  a  loss  by  each  subsequent  rise 
of  value  upon  the  payer,  each  decline  entailed 
it  in  like  manner  on  the  paid.  Nothing  can  be 
clearer  than  that  if  the  debtor  who  agreed  to 
pay  £5  10s.  when  it  was  only  worth  one  ounce 
of  gold,  is  wronged,  by  being  now  compelled  to 
pay  it  when  it  is  equivalent  to  half  as  much  again ; 
the  creditor  who  was  promised  £3  1 7s.  \Q±d. 
when  it  was  worth  the  same  ounce,  suffered 
grossly,  when  he  could  obtain,  under  the  name 
of  that  sum,  only  what  was  worth  two-thirds 
of  the  same  value.  In  other  words,  if  the  state 
has  lost  upon  all  the  fixed  payments  which  it  has 
made  in  a  currency  more  valuable  than  that  in 
which  they  were  contracted,  it  must,  for  the  very 
same  reasons,  have  gained  on  all  those  which  it 
discharged  in  one  less  so  ;  and  we  cannot  there- 
fore approach   a  true  conclusion   without  com- 
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paring  the  amount  and  date  of  each  transaction 
with  the  coincident  depreciation  of  the  currency 
and  its  subsequent  variations,  so  as  to  attain 
some  measure  of  the  effect  in  the  latter  direction 
as  well  as  in  the  former. 

The  truth  of  the  axiom  here  explained,  is  so 
salient,  that  the  stoutest  paper-champion  cannot 
escape  from  it,  and  must  be  content  to  admit  it. 
If  applied  to  the  actual  case  before  us,  it  proves 
at  once  that  the  question  of  loss  or  gain  to  the 
state  extends  far  beyond  the  mere  simple  cir- 
cumstance of  the  restoration  of  the  standard. 
The  historical  facts  stand  thus.  Although  the 
suspension  of  cash  payments  took  place  in  the 
beginning  of  1797,  the  currency  preserved  its 
value  for  nearly  three  years  later;  and  it  was 
not  until  1800  that  its  depression  commenced. 
Every  creditor,  therefore,  who  held  at  this  date 
government  securities,  either  by  contract  or  by 
purchase,  under  the  ancient  and  acknowledged 
standard,  was  robbed  by  each  stage  of  the  en- 
suing depreciation.  The  lowest  point  of  its 
course  was  in  the  year  1813 ;  and  thus  far, 
therefore,  not  only  they,  but  all  those  likewise 
who  had  contracted  at  any  higher  rate  than  this, 
were  injured  by  the  succeeding  steps  of  de- 
scent. The  rise  from  1813  was  not  quite  re- 
gular, but  continued  down  to  1819,  at  the  close 
of  which  year  the  currency   recovered   its  full 
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value;  and  here,  therefore,  each  separate  ascent 
upon  the  successive  contracts  of  this  period 
turned  the  loss  against  the  state,  which  has  been 
continued  from  1819  to  this  time,  by  the  uniform 
maintenance  of  the  restored  standard.  If  these 
transactions  had  been  in  like  manner  simply  ex- 
posed to  the  changes  thus  detailed,  a  comparison 
of  the  sums  total  of  their  effect  on  either  side 
would  give  the  correct  balance  of  loss  or  gain ; 
certain  disturbing  causes,  however,  which  will 
be  hereafter  noticed,  prevent  our  obtaining  more 
than  an  approximation. 

It  is  in  vain  to  answer  this  by  saying  that  the 
creditors  who  actually  suffered  from  these  varia- 
tions could  be  only  in  few  instances  the  same  indi- 
viduals who  were  originally  parties  to  each  con- 
tract. In  the  first  place,  this  argument  would 
apply  with  equal  force  to  both  sides.  If  it  were 
true  that  those  who  were  not  the  original  creditors 
had  no  injury  to  complain  of  in  the  depreciation, 
it  must  be  equally  true  that  the  like  class  can 
have  enjoyed  no  unfair  advantages  from  the 
restoration,  and  that  therefore  the  nation  can 
have  rendered  them  no  more  than  the  barest  jus- 
tice. But,  in  the  next  place,  this  objection  is  a 
palpable  fallacy.  When  a  portion  of  the  na- 
tional securities  changes  hands,  the  subject  of 
sale  is  the  right  to  receive  a  fixed  payment.  If 
this  fixed  payment  has  been  reduced  in  value  by 
a  disturbance  of  the   standard,  that  which  is  re- 
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ceived  in  exchange  for  it,  being  of  course  only 
its  equivalent,  is  reduced  to  the  same  extent,  and 
in  point  of  fact  must  be  so  in  the  natural  course  of 
things,  without  any  allowance  made,  since  both 
the  matters  of  exchange  are  portions  of  the  same 
currency,  and  must  be  therefore  affected  in  pre- 
cisely the  same  degree.    After  the  transaction,  the 
purchaser  becomes  the  complete  substitute,  and  is 
affected  just  as  much  by  any  ensuing  alteration 
in  the  value  for  which  he  exchanged  an  equiva- 
lent at  a  given  rate,  as  if  he  were  the  original 
contractor.     To  make  this  clearer,  let  us  suppose 
an  individual  to  have  been  a  subscriber  of  iHOO 
al  3  per  cent.,  to  one  of  the  loans  before  the  act 
of  Bank  Restriction  in  1797.     In  the  year  1810, 
for  instance,  the  intrinsic  value  of  the  currency 
was  lowered  from  that  in  which  he  negociated, 
say  one-eighth.      The   £3.   which   he  obtained 
in  that  year  was  therefore  really  one-eighth  less 
than  that  which  he  had  agreed  to  receive  for 
his  ^100.      Imagine  him  now  to  sell  out — the 
natural   market   price    of   3   per  cents,    being 
68.     It  is  manifest  that  the  £68  which  he  re- 
ceives for  his  right  to  £3  a  3rear,  is  one-eighth 
less  than  the  same  sum  would  have  been  when 
he  first  subscribed;    and  the  one  eighth  which 
he  would   otherwise   have  lost  from  this  3  per 
cent,  interest,  he  now  loses  from  its  equivalent, 
the   purchase-money.      The   purchaser,   on    the 
other  hand,  as  yet  suffers  no  loss  ;  and  for  a 
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right  to  £'S  a  year  in  a  currency  depreciated 
one-eighth,  he  gives  the  fair  market-price  of  that 
annuity  in  the  very  same  deteriorated  medium. 
But  in  1812,  the  currency  is  still  further  de- 
pressed, say  one-eighth  more.  In  this  year, 
therefore,  the  purchaser  obtains  £3  of  a  value 
still  one-eighth  worse  than  that  for  which  he 
bargained  in  1810,  or  two-eighths  beneath  its 
intrinsic  worth,  while  on  the  other  hand  the 
original  owner,  or  his  heirs,  or  successors,  remain 
just  as  much  deprived  of  the  other  one-eighth  lost 
from  the  purchase-money  as  if  it  had  been  taken 
in  the  shape  of  its  equivalent,  the  annual  sum. 
If  another  purchaser  now  steps  in,  precisely 
the  same  process  may  be  traced  ;  and  so  on 
through  any  succession.  There  can  be  therefore 
no  pretence  for  saying  that  the  question  between 
the  nation  and  its  creditors  is  essentially  affected 
by  the  change  of  individuals  among  the  latter. 

But  we  are  bound  to  go  still  beyond  this,  and 
to  affirm  that,  if  on  the  one  hand  the  state  be  in- 
deed wronged  by  the  real  restoration  of  its  own 
professed  standard,  the  original  creditors  were 
doubly  so  by  its  derangement.  Promises  of  its 
restoration  were  spontaneously  offered  and  re- 
peated with  all  the  solemnity  of  legislation,  which 
it  is  impossible  to  suppose  were  entirely  inopera- 
tive ;  and  in  point  of  fact,  one  cannot  at  this  day- 
doubt  that  if  they  had  been  replaced  by  an  open 
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intention  to  continue  indefinitely  the  Bank  re- 
striction, or  to  abandon  the  recognized  standard, 
a  still  lower  depreciation  would  have  been  pro- 
duced by  a  new  agent,— namely,  discredit;  and 
that  the  same  cause  would  have  incalculably  ag- 
gravated the  difficulties  of  raising  the  sums  at 
that  time  indispensable.  Against  the  alleged 
losses  of  the  state,  therefore,  is  to  be  set  its  in- 
terest, not  less  than  its  honour.  Not  so  with  its 
creditors — those  at  least  before  the  depreciation. 
Of  the  deterioration  of  their  property  they  re- 
ceived no  hint,  no  kind  of  warning,  and  were 
themselves  wholly  guiltless.  Theirs  was  a  loss, 
therefore,  without  compensation,  without  blame, 
and  in  violation  of  contracts  that  were  never 
questioned.  If  it  be  urged  that  compensation 
was  to  be  found  in  the  higher  profits  and  in- 
creased activity  of  the  community,  the  reply  is 
short  and  obvious.  These  advantages  were  no 
wise  dependent  on  their  loss.  They  would  have 
enjoyed  them  equally,  if  they  had  obtained  their 
due  as  public  creditors  ;  they  would  have  enjoyed 
more  by  the  additional  value  which  was  thus  given 
to  that  of  which  they  were  deprived.  The  fund- 
holder,  so  far  as  his  property  in  general  is  con- 
cerned, must  of  course  share  with  all  other  classes 
the  national  prosperity,  from  which  there  can  be 
nothing  in  that  designation  to  debar  him.  But  so 
far  as  he  is  a  public  creditor  and  owner  of  a  fixed 
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annuity,  he  remains  still  a  loser ;  and  the  pros- 
perity of  the  land,  and  consequently  the  great 
value  of  capital,  only  serves  in  the  same  degree 
to  enhance  his  loss. 

Of  the  state,  indeed,  it  may  be  said,  that  it  is 
the  largest  of  all  gainers  by  a  depreciation,  so 
long  as  this  is  not  the  consequence  of  discredit. 
Far  the  greater  portion  of  its  payments  are  per- 
manent and  fixed  on  direct  contract,  while  among 
its  receipts  scarcely  any  are  of  that  nature. 
These  depend  for  the  most  part,  and  in  the  great 
branches  of  revenue,  either  on  the  quantities  or 
the  value  of  the  materials  and  instruments  of 
traffic.  The  former,  the  quantities,  are  increased 
by  the  natural  operation  of  general  activity;  the 
latter,  the  value,  measured  in  money,  is  directly 
raised  or  lowered  by  each  fluctuation  of  the  cur- 
rency. Be,  therefore,  the  balance  what  it  may, 
the  loss  on  the  side  of  the  creditor  must  needs 
be  much  the  most  direct,  and  the  least  com- 
pensated. 

It  is  happily  now  no  longer  requisite  in  an 
inquiry  of  this  nature  to  labour  at  laying  its 
foundation  by  arguing  that  there  exists  some 
connexion  between  the  price  of  gold  and  the  de- 
preciation of  paper.  The  silent  but  irresistible 
advance  of  truth  and  common  sense  have  at 
length  ratified  the  fact,  and  so  far  confirmed 
the   value   of   what   materials    are    within    our 
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reach.  That  which  was  formerly  a  raging 
controversy,  is.  now  a  settled  axiom.  What 
was  once  "  the  bullion  question "  is  no  longer 
more  a  question  than  any  other  admitted  fact ; 
and  the  thousand  orations,  and  the  thousand 
volumes,  which  in  other  days  contested  it,  are 
at  this  time  of  value,  only  on  the  one  hand  as 
scarce  credible  records  of  its  history — on  the 
other,  as  monuments  of  the  talent  to  which  it 
owes  its  extinction.  "  The  most  unpopular  tenet 
that  ever  was,  was  the  being  a  bullionist  twenty 
years  ago."*  Evidence  was  given,  and  facts 
distorted, — ridieule  and  abuse  were  levelled, — 
clamour  was  excited  against  its  propositions. 
In  the  year  1819,  the  Bank  of  England  at- 
tempted to  exorcise  its  spirit  by  a  deliberate 
resolution,  that  the  price  of  bullion  and  the 
foreign  exchange,  had  nothing  to  do  with  the 
state  of  the  circulation  !  But  all  in  vain.  Con- 
viction made  its  silent  way,  and  changed  men's 
minds,  for  "the  practice  was  at  length  found  pretty 
nearly  to  correspond  with  the  theory."-]-  It  gained 
even  the  Bank  parlour  itself,  when  in  1817,  an- 
other resolution  at  length  superseded  its  prede- 
cessor of  eight  years  before;  and,  finally,  the 
Bank  directors  of  the  present  day  are  found  to 
attest  the  reign  of  those  very  principles  once  so 

*  Vide  Evid.  of  Mr.  Ward.    Bk.  Rep.  1832.  pp.  143-4. 
f  Ibid. 
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obnoxious,  but  to  which  any  past  hostility 
has  now  become  rather  a  matter  of  disavowal 
than  of  defence.*  A  moment's  reflection,  in- 
deed, proves  that  the  very  argument  of  the  per- 
sons with  whom  we  have  here  to  contend,  as- 
sumes their  truth,  for  if  the  variations  in  the 
price  of  gold,  and  in  the  exchanges,  were  the 
consequence  only  of  an  unequal  demand,  (it  is 
impossible  to  state  the  question  without  using 
these  unintelligible  phrases,)  the  return  to  cash 
payments  could  not  have  changed  them  —  or, 
rather,  it  must  have  certainly  increased  those 
very  effects  ;-J-  and  if  it  is  proposed  to  lower  the 
true  standard  inconsequence  of  a  deviation  which 
arose  from  an  unusual  demand,  it  would  be  obvi- 
ously not  less  rational,  and  barely  just  as  equit- 
able,  to  raise   it  when  we  ere  blest  with    an 


*  Vide  Evid.  of  Messrs.  Harman,  Norman,  Ward,  &c.  Bk. 
Rep.  1832,  passim. 

f  It  will  of  course  be  recollected  that  the  main  argument  of 
the  anti-bullion  people,  when  an  ounce  of  Standard  gold  bore 
one-half  more  than  its  ordinary  price  in  the  then  paper  circu- 
lation, asserted  this  to  be  simply  and  wholly  owing  to  an  ex- 
traordinary demand  for  the  article,  gold.  Now,  it  is  plainly 
manifest  that  if  this  had  been  true,  the  change  from  an  incon- 
vertible to  a  convertible  paper  currency,  by  creating  an  addi- 
tional demand  for  the  purposes  of  coinage,  must  have  raised 
this  price  still  farther.  It  did  instantaneously  reduce  it  to  its 
original  level. 

S  c2 
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unusual  supply.  For  this,  it  may  be  surmised, 
that  the  same  reasoners  would  not  as  eagerly 
contend. 

Although  this  first  step,  however,  be  taken  for 
granted,  the  subject  is  not  thereby  wholly  di- 
vested of  difficulty  in  its  earliest  stages.  A 
doubt  at  once  arises  as  to  the  precise  points  and 
elements  between  which  the  comparison  of  these 
fluctuations  should  be  made,  and  as  to  the  mea- 
sure to  which  this  varying  price  should  be  most 
correctly  referred. 

It  would  seem  at  the  first  glance,  that  the  ob- 
vious and  simple  test  thus  required,  must  be  the 
mint  price  of  gold,  or  that  sum  in  the  coins  of  the 
realm  which  the  Mint,  by  law,  returns  for  an 
ounce  of  the  regular  standard  fineness  of  gold 
bullion.  Upon  farther  consideration,  however, 
I  think  this  will  appear  to  be  a  mistake.  Our 
object  is  to  examine  the  market  price,  or  that 
which  is  given  in  the  actual  and  ordinary  cur- 
rency for  the  same  substance.  There  was  at  no 
time  of  the  depreciation  any  change  in  the  Mint 
price.  If  the  Mint  had  been  required  to  coin  gold, 
it  would  have  never  given  any  but  the  fixed  legal 
amount  of  coin  for  the  same  weight  of  standard 
metal :  and  so  little  did  the  government  contem- 
plate such  a  deviation,  that  the  only  act  performed 
with  reference  to  it,  was  to  confirm  its  stability, 
— namely,  the  passing  of  the  famous  resolution 


21 

by  the  House  of  Commons,  that  the  guinea  was 
only  worth  its  standard  value,  while  it  was  sell- 
ing for  one  fourth  more  in  currency ;  and  the 
assertion  was  true  theoretically  in  respect  of  the 
Mint  price,  however  false  and  absurd  in  its  ap- 
plication to  that  of  the  market.  The  latter  then 
being  here  our  object,  we  must  necessarily  com- 
pare its  variations  with  some  standard  in  its  own 
nature,  and  not  with  that  of  the  Mint,  which  is  a 
thing  essentially  different,  and  which  ever  suf- 
fered fluctuation.  Now  the  market  price  does 
not  always  coincide  with  the  Mint  standard,  even 
when  the  currency  is  in  a  natural  and  wholesome 
state,  that  is  to  say,  when  it  consists  either  of 
perfect  coin,  or  of  paper  which  can  be  converted 
into  it  at  will.  The  additional  value  given  to  the 
metal  in  coinage,  by  its  greater  convenience,  and 
by  the  security  of  the  government  stamp  for  its 
intrinsic  value,  render  the  coin  always  worth 
rather  more  than  the  bullion.  While  the  Mint 
therefore  returns  the  full  value  coined  according 
to  its  legal  rate,  or  £3  \7s.  10±d.  per  oz.,  the 
market  will  give  something  less  for  the  same 
quantity  on  this  account.  The  smallest  sum  thus 
given,  appears  by  the  returns,  both  before  and 
since  the  Bank  restriction,  to  be  £3  17*.  6cl.,  or 
fourpence  halfpenny  less  per  oz.  On  the  other 
hand,  an  extraordinary  demand  will  sometimes 
raise  the  price  again  above  the  usual  point,  but 
in  this  case  the  limit  is  obviously  the  same  as  the 
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Mint  price,  since  no  one  would,  of  course,  give 
more  than  £3  17*.  L0±d.  in  the  market  for  an 
ounce  of  gold,  when  he  might  obtain  the  very 
same  quantity  by  melting  down  that  sum  in 
the  gold  coin,  with  no  difference  but  the  ex- 
pense of  the  process  itself,  which  is  so  trifling 
that  it  may  be  practically  neglected.  If,  there- 
fore, under  ordinary  circumstances  and  in  a 
wholesome  state  of  the  currency,  the  market 
price  will  vary  from  £3  17*.  fid.  to  £3  17*.  10±d., 
or  to  an  extent  of  fourpence  halfpenny  per  oz., 
it  is  clear  that  no  party  can  complain  of  any  fluc- 
tuation within  these  limits.  The  debtor  is  not 
wronged  by  the  fall  in  the  price  of  gold,  that  is,  the 
rise  in  the  value  of  currency  from  £3  17*.  10±d. 
to  £3  17*.  fid., — the  creditor  is  as  little  so  by 
the  opposite  change.  It  can  be  only  when  by 
some  direct  interference  the  change  is  forced  past 
these  limits,  that  injury  and  injustice  follow.  To 
these  limits,  therefore,  of  the  market  price  we 
must  refer  its  variations  for  comparison,  and  the 
distance  of  any  given  value  of  the  currency  from 
these  points  will  so  far  measure  the  loss  which 
is  caused  on  either  side.  In  the  present  case, 
as  our  business  is  wholly  with  a  rise  in  the 
price  of  gold,  our  point  of  comparison  must  be 
the  highest  of  these  two  natural  limits,— that  is 
£3  17*.  10±d. ;  and  as  this  for  reasons  above 
given,  coincides  with  the  Mint  price,  we  do 
practically  take  the  Mint  price  as  our  test  j  but 
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we  take  it,  not  because  it  is  the  standard  of  coin- 
age, but  because  it  is  the  extreme  point  of  na- 
tural rise  in  the  market  price.  It  may  appear 
superfluous  to  have  passed  through  this  reasoning, 
since  we  are  thus  at  last  conducted  to  the  same 
result  as  that  which  was  originally  questioned ; 
but  it  nevertheless  seemed  necessary,  although 
the  practical  conclusion  was  not  altered,  to  dis- 
tinguish carefully,  in  order  to  render  clearly  in- 
telligible, the  principles  upon  which  each  step 
proceeds. 

Let  us  now,  by  the  method  thus  explained, 
examine  first  that  side  of  the  question  which  has 
hitherto  obtained  the  least  attention,  but  which 
has  the  earliest  date,  if  not  the  strongest  argu- 
ment,— the  case  of  the  public  creditor.  It  has 
been  already  stated,  that  although  cash  payments 
ceased  in  1797,  the  paper  currency  did  not  be- 
gin to  show  any  depreciation  until  the  year  1800. 
The  whole  sum,  therefore,  of  public  fixed  en- 
gagements contracted  before  this  period,  was 
created  at  the  ordinary  value,  and  before  there 
was  any  thought  of  its  degradation.  We  will 
take,  then,  the  whole  amount  of  annual  charge 
actually  paid  in  1799,  on  account  of  the  public 
funded  debt, — (excluding  only  the  expenses  of 
management,  which  being  a  payment  to  the  Bank, 
whose  relation  to  the  depreciated  currency  was 
widely  different  from  that  of  any  other  party, 
should  be  omitted,)— and  calculating  upon  this 
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sum  the  difference  between  £3  17 s.  I0±d.  and 
the  price  of  the  year  1800,  we  shall  obtain  the 
direct  loss  to  the  creditors  from  this  source  in 
the  latter  year.  Thus  in  like  manner  shall  be 
taken  the  difference  caused  by  the  fall  of  price 
between  1799  and  1801,-1799  and  180*2,  and 
so  on  through  each  year  of  the  depreciation 
down  to  1819,  at  the  close  of  which  year  the  ori- 
ginal standard  was  recovered.  This  will  give  us 
the  whole  sum  of  loss  to  those  original  creditors, 
in  whose  bargain  the  depreciation  could  not  have 
been  taken  into  account.  We  may  then  proceed 
to  those  of  the  year  1800,  in  which  the  process 
had  actually  commenced.  The  additional  charge 
of  this  year  may  be  considered  as  contracted  at 
the  price  of  gold  then  prevailing.  The  creditors 
in  this  case,  would,  on  the  one  hand  be  losers  by 
any  further  rise  in  the  said  price ;  while  on  the 
other  they  would  be  gainers  by  any  nearer  ap- 
proach to  the  true  standard,  and  by  the  final  re- 
turn to  it.  In  the  same  way,  again,  according 
to  the  price  of  1801,  will  the  new  creditors  of 
that  year  be  affected,  and  so  on  of  each  year  in 
the  series,  and  the  sum  obtained  for  the  whole  pe- 
riod will  be  the  difference  directly  gained  to  the 
state,  by  discharging  its  fixed  engagements  in  a 
currency  lower  than  that  in  which  they  were  con- 
tracted. Precisely  after  the  same  method,  on  the 
other  side,  the  contractors  at  any  price  above 
that  of  the  standard,  may  be  considered  as  gain- 
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ers  against  the  state  by  every  subsequent  varia- 
tion in  the  direction  of  an  improved  value,  and 
by  the  difference  between  the  given  price  of 
their  contract  and  the  restored  value  during  the 
whole  period  since  1819.  We  shall  here  have 
the  true  difference  against  the  state,  in  the  same 
transactions,  if  computed  through  the  entire 
series.  On  these  two  resulting  sums  no  higher  in- 
terest shall  be  assumed  than  three  per  cent.,  a  rate 
manifestly  and  heavily  against  the  creditor.  The 
rate  given  by  government  securities  at  the  pre- 
sent moment  is  not  more  than  about  three  and 
a  half  per  cent.,  and  there  is  good  reason  to  be- 
lieve that  three  per  cent,  is  not  far  from  the  aver- 
age rate  upon  the  ordinary  employment  of  money 
during  the  interval  since  1819,  which  includes 
the  greatest  portion  of  the  national  side  of  the 
account.  How  much  below  that  which  prevailed 
during  almost  the  whole  period  of  depreciation, 
comprising  the  case  of  the  creditor,  it  is  hardly 
necessary  to  mention  ; — but  it  was  a  time  when 
interest  rarely  fell  below  five  per  cent,  legal  and 
avowed,  while  it  often  stood  practically  far  above 
it.  The  extent  to  which  this  aggravates  the  in- 
jury then  inflicted  need  not  be  repeated.* 

The  calculation  thus  carried  through,  will 
give  a  sum  total  on  either  side,  and  the  ultimate 
difference  will  show  by  a  fair  approximation 
which  party  has  most  reason  to  complain  of  di- 

*  Vide  p.  16. 
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rect  injury  so  far  as  the  price  of  gold  can  be  taken 
as  an  index. 

I  say  "  so  far/'  because  I  must  here  premise 
that  I  do  not  pretend  to  represent  this  as  a  com- 
plete measure  of  the  whole  depreciation.  There 
is  one  other  element  of  difference,  for  instance, 
which  has  been  often  noticed  since  the  restora- 
tion of  the  standard,  and  which  is  so  obvious, 
and  so  almost  mathematically  consistent  with  the 
plainest  principles,  that  it  is  matter  of  much  won- 
der how  it  should  have  been  ever  to  a  great  de- 
gree overlooked. 

That  circumstance  is  the  effect  produced  on 
the  value  of  the  precious  metals  in  the  general 
market,  by  the  demand  depending  on  the  use  of 
a  metallic  currency,  or  the  reverse. 

This  cause  raises  the  value  of  those  metals,  in 
respect  of  all  other  articles,  by  the  usual  laws  of 
supply  and  demand;  but  the  variation  is  not 
indicated  by  their  price  in  a  paper  currency, 
because  that  currency,  if  it  be  convertible,  re- 
presents the  metal,  and  therefore,  of  course, 
accompanies  those  fluctuations  ;  and  if  it  be  not 
convertible,  it  loses  in  fact  all  necessary  con- 
nexion with  them,  and  varies  only  according  to 
its  own  rate  of  supply,  or  extent  of  credit.  But 
notwithstanding  this,  the  index  obtained  will 
remain,  after  all,  pretty  much  the  same,  for  the 
effect  would  be  necessarily  felt  on  both  sides,  in 
nearly  a  corresponding  proportion  ;  and  if  the 
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restoration  of  a  metallic  currency  enhanced 
the  value  of  gold,  by  the  creation  of  a  demand, 
it  must  of  course  have  been,  for  the  like  reason, 
previously  lowered  by  its  extinction. 

The  proposed  method,  therefore,  will  give  a 
result,  which  may  still  be  taken  as  a  fair  approxi- 
mation to  the  true  balance,  if  not  to  the  exact 
sums.  But  it  requires,  at  the  same  time,  some 
care  in  its  application. 

1.  It  would  be  impossible  to  determine  the 
price  of  gold,  at  the  exact  date  at  which  each 
contract  was  concluded,  and  the  only  fair  and 
practicable  course  will  be,  to  assume  it  there- 
fore at  the  average  price  of  each  year.  Now, 
the  actual  prices  from  which  this  average  is 
to  be  drawn,  will  be  found  to  vary,  and  it 
may  be  said,  to  oscillate,  continually,  and  with 
much  irregularity ;  while,  from  the  deranged 
condition  of  the  market,  during  the  period 
which  we  are  to  examine,  its  transactions  were 
often  so  partial,  and  so  limited,  that  a  con- 
siderable portion  of  these  years  present,  in  the 
authentic  returns,  no  quotation  of  price  at  all. 
Under  these  circumstances,  the  best  course 
seems  to  be,  to  take  what  appears  most  fairly  to 
represent  the  prevailing  price  of  each  month, 
assuming,  where  there  is  a  gap  in  the  quotations, 
that  the  last  is  not  far  from  the  true  point,  until 
another  contradicts  it,  and  from  the  sum  of  these 
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several  averages,  to  obtain  that  of  the  whole 
twelve,  by  the  usual  process. 

2.  Another  difficulty  occurs,  however,  in  the 
total  absence  of  all  records  of  the  price  of  standard 
bullion  throughout  several  of  the  earlier  years  of 
the  series.  For  so  effectually  did  the  suspension 
of  cash  payments  extinguish  all  care,  and  all  need 
of  the  standard,  that  the  appearance  of  its  ma- 
terial in  the  market  was  too  rare  and  insignificant 
to  supply  even  the  occasional  data  whereon  to 
found  such  a  register.  To  secure  accuracy,  how- 
ever, as  nearly  as  was  practicable,  the  following 
course  has  been  adopted.  The  price  of  foreign 
gold  coin,  that  is,  of  Portuguese,  which  is  almost 
identical  in  fineness  with  our  own,  appears  with 
tolerable  regularity.  The  ordinary  price  of  this 
article  has  been  therefore  observed  when  standard 
bullion  was  quoted  at  the  Mint  price  for  some 
time  together  ;  then  the  variation  per  cent,  of  the 

former  from  that  point,  being  taken  at  any  given 
time,  the  same  per  centage  of  difference  has  been 
computed  upon  the  latter,  and  it  is  apprehended 
that  the  result  must  be  as  near  an  index  of  the 
true  relative  values  of  the  currency  and  of 
standard  bullion,  as  can  be  found ;  and  indeed, 
as  the  nature  of  the  subject  can  demand. 

3.  In  proceeding  next  to  calculate  the  effect 
of  these  variations,  it  is  plain,  that  the  loss  or  gain 
will  occur  upon  the  simple  payments  immediately 
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in  the  year  succeeding  the  creation  of  the  en- 
gagement. Not  so,  however,  with  that  in  inter- 
est, which  cannot  be  supposed  to  commence  till 
later.  A  bargain,  for  instance,  is  concluded  at 
a  given  value  of  the  currency  in  1799.  The 
fixed  payments  therein  stipulated,  will  become 
at  once  affected  by  any  change  of  that  value  in 
1800.  But  the  sums  thus  paid  are  due  only  at 
intervals,  during  the  course  of  this  latter  year; 
the  effect  therefore  is  not  complete,  until  its  final 
close,  and  the  accruing  interest  upon  the  whole 
sum  so  added,  or  subtracted,  cannot  therefore 
begin  to  arise  before  the  commencement  of  1801, 
that  is,  in  other  words,  until  after  the  first  com- 
plete year  following  that  of  the  transaction. 

With  the  above  explanations,  it  is  to  be 
hoped  that  the  present  investigation,  while  it 
approaches  as  nearly  to  truth  as  the  nature  of 
the  subject  will  permit,  may  be  clearly  intelli- 
gible to  the  reader.  In  order  to  render  it  more 
so,  the  several  calculations  have  been  arranged 
in  two  tables  hereunto  subjoined,  which  are 
intended  to  exhibit  upon  the  simplest  inspection, 
the  results  obtained,  together  with  the  steps  by 
which  they  were  sought ;  whether  successfully 
or  no,  it  is  neither  within  the  province,  nor  the 
power  of  the  author  to  determine. 

I  am  fully  aware,  however,  that  even  after  all 
is  thus  accomplished,  and  although  every  ingre- 
dient of  the  subject  were  here  comprised,  still 
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there  are,  and  must  remain,  certain  adjustments 
wanting,  before  real  and  perfect  accuracy  could 
be  pretended.  1.  It  will  occur  at  once  to  every 
one,  that  in  taking  the  entire  sums  of  debt  con- 
tracted through  this  course  of  years,  we  get 
a  collective  amount  at  any  given  point,  greater 
than  that  actually  due  to  the  public  creditors, 
because*  no  notice  is  thus  taken  of  the  sums,  on 
the  other  hand,  progressively  redeemed  by  the 
sinking  fund,  and  upon  which  the  claims  of  the 
creditors  are  therefore  extinguished.  To  effect 
this  adjustment,  would  be  not  only  practically 
beyond  our  reach,  but  we  may  conclude  in  its 
very  nature  impossible;  since,  in  order  to  accom- 
plish it,  we  should  be  compelled  to  ascertain  the 
origin  and  date  of  each  individual  portion  of 
debt  so  redeemed,  that  we  might  assign  to  it 
the  precise  changes  which  affected  the  transac- 
tion of  which  it  formed  a  component  part.  Now 
it  is  apprehended,  that  in  point  of  fact,  no  such 
identity  can  be  said  really  to  exist  with  respect 
to  any  portions  of  debt  of  the  same  denomina- 
tion, from  time  to  time  redeemed.  In  contract- 
ing for  a  loan,  the  common  practice  was  not  to 
keep  each  debt  so  created  in  a  distinct  form, 
but  to  incorporate  it  as  an  addition  with  those 
already  in  existence ;  so  that  if  one  individual, 
for  example,  had  become  a  creditor  for  two 
several  sums  of  £  100  in  two  successive  years, 
at  the  same  interest,  say  three  percent,  and  sub- 
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sequer»tly  sold,  either  to  the  sinking  fund  or  to 
any  other  party,  his  property  in  one  of  them,  it 
would  not  merely  be  impossible  to  prove  it,  but 
it  would  be  really  no  more  than  an  ideal  dis- 
tinction to  call  it  that  which  he  lent  in  the  one 
year,  rather  than  in  the  other.  This  point,  there- 
fore, may  be  held  wholly  out  of  the  reach  of 
investigation  ;  but  even  were  it  possible,  it  may 
perhaps  appear,  first,  that  it  would  not  greatly 
alter  the  final  result,  and  secondly,  that  if  it  did 
so,  it  would  probably  be  in  favour  of  the  state, 
for  reasons,  which  are  unavoidably  somewhat 
dry  and  intricate,  but  which  are  at  the  same 
time  so  apparently  consistent  with  the  first  prin- 
ciples of  this  inquiry,  that  an  endeavour  shall 
now  be  hazarded  to  explain  them. 

In  the  first  place  it  must  be  recollected,  that 
in  the  redemption  of  debt  by  the  sinking  fund, 
the  state  proceeds  not  by  the  simple  method  of 
paying  off  the  nominal  amount,  but  by  that  of 
buying  up  the  claims  of  its  creditors,  according 
to  their  existing  value  in  the  public  money 
market.  Suppose  the  government  to  have 
created  £100  of  debt  in  the  3  per  cent.  Con- 
sols, in  the  year  1799.  At  this  date,  the  price 
of  that  stock  may  be  taken  to  have  been  about 
60,  and  therefore  the  interest  of  money  in 
government  securities  was  in  fact  5  per  cent ; 
because  £3  a  year  oh  £60  is  the  same  thing  as 


32 

£  5  on  £  1 00.  It  is  obvious,  that  under  these 
circumstances,  no  one  would  lend  government 
£  100,  to  receive  only  £3  a  year,  when  it  was 
worth  in  the  market  as  much  as  £5.  For  the 
£  100  of  debt  therefore  which  it  acknowledged 
at  a  rate  of  £  3,  it  only  received  in  real  money 
advanced,  the  £  60,  which  was  its  actual  value. 
Now,  until  the  rate  of  interest  had  fallen  so  low 
as  to  make  £  100  really  worth  no  more  than  £3 
per  annum,  the  state  would  be  of  course  a  serious 
loser,  if  it  were  to  relieve  itself  from  that  annual 
charge,  by  paying  off  the  full  £  100  of  debt ; 
and  in  lieu  of  such  an  operation,  it  therefore 
goes  into  the  market,  and  purchases,  like  any 
other  party,  this  claim  upon  itself  for  the  value 
which  it  there  possesses.  By  this  transaction, 
it  clearly  puts  itself  precisely  in  the  place  of  one 
of  its  own  creditors,  and  its  interests  must  be 
accordingly  affected  like  those  of  any  other 
party. 

Now,  let  us  conceive  this  £100  at  3  per  cent, 
contracted  in  1799,  to  be  redeemed  in  1813, — 
the  lowest  point  of  depression  in  the  currency. 
The  price  of  three  per  cent.  Consols  may  be  then 
assumed  at  about  55.  The  nation  is,  therefore, 
enabled  to  buy  up  this  annual  claim  of  £3  for 
which  it  had  received  £60  in  the  former  year, 
with  the  sum  of  £55;  thereby  gaining  £5  on 
every  nominal  sum  of  £100  redeemed  in  that 
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stock.  But  this  advantage  has  no  connexion  with 
the  value  of  the  currency,  (which  affects  both 
sides  of  the  transaction  equally,)  so  long  as  it 
does  not  suffer  from  discredit.  The  variation 
of  prices  in  the  money  market  depends  on  the 
chances  of  peace  or  war,  on  the  stability  of  go- 
vernment, and  on  many  other  extraneous  contin- 
gencies which  must  influence  it  in  any  state  of 
the  circulation.  The  depreciation  with  which  we 
have  to  deal,  had,  in  point  of  fact,  its  origin  in  no 
discredit,  and  we  must,  therefore,  discard  any 
loss  or  gain  arising  on  either  side  from  these 
variations.  We  had  best,  perhaps,  on  this  ac- 
count, substitute  for  the  year  1813,  its  prede- 
cessor 1812,  in  which  the  price  of  3  per  cent. 
Consols  seems  to  have  been,  as  in  1799,  at  about 
60.  In  1812,  therefore,  the  supposed  contract 
of  1799  would  have  been  discharged  by  pur- 
chase, with  the  exact  sum  originally  received. 
But  how  stood  the  account  as  regarded  the  al- 
tered currency?  The  sum  raised  in  1799  was 
£60  in  sterling  value,  the  yearly  payment  pro- 
mised for  it  was  £3  of  sterling  value  also.  But 
in  1812  both  sums  were  reduced  (according  to 
the  tables)  above  28  per  cent.,  or  more  than  one 
quarter ;  and  the  nation,  therefore,  in  the  redemp- 
tion of  this  debt,  compelled  its  creditor  to  receive 
so  muchless  than  his  due,  as  the  priceof  his  equally 
deteriorated  yearly  claim.     So  far,  therefore,  the 
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latter  was  certainly  not  less  injured  than  if  he 
had  received  in  this  year  the  annuity  of  £3  only. 
Now,  if  we  trace  the  farther  consequences  on 
this  exchange  received  for  his  property,  first  de- 
preciated and  then  bought,  we  shall  perceive  that 
it  stands  thus.     The  creditor  had  received  secu- 
rities in  1799,  to  be  paid  £3  sterling  annually, 
for  a  sum  of  i?60  advanced.    This  nominal  £3  in 
1 812,  was  worth,  intrinsically,  one  fourth  less  (to 
omit  fractions)  or  only  £2.  6s.     The  state  now 
gives  him  for  this  annuity  a  nominal  sum  of  £60, 
though,  in  reality,  equally  worth  one  fourth  less, 
or  only  £45  ;  but  this  extinguishes  not  only  its 
real  equivalent  of  £'2.  5,9.  a  year,  but  the  ori- 
ginal claim  to  the  sterling  £3  a  year;  and  the 
state  is,  therefore,  a  gainer  just  in  this  same  pro- 
portion, since  it  is  evident  that  it  relieves  itself 
from  an  obligation  to  pay  that  sum  by  giving 
only  £45,    when,   without   the   depreciation,   it 
must,  in  the  same  case,  have  paid  £60.  It  pays  a 
nominal  sum  in  a  depreciated  currency  to  extin- 
guish a  claim  in  sterling,  and  becomes  a  clear 
gainer  by  the  difference.    If  we  reverse  all  these 
suppositions,  we  shall,   in  like  manner,   exactly 
get  the  gain  to  the  creditor  who  contracted  in 
1812,  and  was  paid  in  1820,  or  in  any  interme- 
diate dates ;   and  it  therefore  appears  probable, 
that  if  the   redemption  of  debt   in  each  year 
were  distributed  in  precise  proportion  to  the 
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contracts  of  every  preceding  date,  the  final  in- 
clination of  the  balance  would  not  be,  after  all, 
much  altered. 

But  it  will  be  easily  perceived,  that  the  result 
on  either  side  must,  in  fact,  depend  on  the 
amount  of  debt  redeemed  at  each  date,  and  the 
value  in  which  the  redemption  was  effected, 
compared  with  that  in  which  each  portion  so 
redeemed  was  contracted.  This  could  alone 
give  the  true  balance  by  which  each  party  was 
affected.  £  100  redeemed  in  1812,  would  ex- 
hibit very  different  results,  if  it  were  debt  created 
in  1799,  from  the  same  amount  created  in  1811 ; 
and  therefore  it  is  manifest,  that  if  the  whole 
sum  redeemed  in  1812,  were  of  debt  formed  in 
1799,  the  nation  would  have  been  a  much  greater 
gainer  than  if  it  had  belonged  to  the  loans  of 
the  year  immediately  before.  So  of  every  in- 
termediate transaction,  and  of  the  reverse.  But 
if  the  sum  thus  redeemed  in  1812,  had  been 
composed  of  parts  of  each  preceding  loan  to  that 
time,  exactly  in  proportion  to  their  several 
amounts,  the  difference  either  way  would  have 
been  also  in  exact  proportion  to  that  which  would 
have  occurred  in  the  yearly  payments,  if  they 
had  not  been  bought  up  by  redemption  ;  and  in 
this  case,  according  as  the  component  parts  of 
the  debt  extinguished  in  1812  had  been  created 
by  contracts  whose  respective  dates  implied  an 
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intrinsic  value  more  or  less  above  that  in  which 
they  were  thus  discharged,  would  the  nation  be 
be  a  gainer,  and  its  creditor  a  loser. 

It  has  been  already  shown  however,  that  to 
trace  the  effects  before  us  to  this  extreme  nicety, 
would  be  impossible  in  the  very  nature  of  the 
subject.  But  there  are  nevertheless  a  few  con- 
siderations, which  may  guide  us  to  an  inference. 
We  find,  that  far  the  largest  sums  were  applied  to 
the  redemption  of  debt,  between  the  years  1808, 
(or  thereabouts)  and  1823 ;  an  interval,  including, 
as  the  tables  will  show,  the  whole  period  of  the 
lowest  depreciation,  and  extending  only  two  years 
beyond  the  resumption  of  the  standard.  The 
sums  since  appropriated  to  that  purpose  have 
been  comparatively  insignificant,  and  considera- 
bly smaller  than  even  those  applied  in  the  years 
before  the  above  interval.  Again  it  appears,  that 
of  the  whole  collective  amount  of  debt  contract- 
ed, down  to  the  lowest  point  of  depreciation  in 
1813,  nearly  half  belonged  to  transactions  com- 
pleted before  any  degradation  of  the  currency, 
that  is,  before  1800,  and  a  large  additional  por- 
tion to  those  of  the  earlier  and  more  limited  steps 
of  its  progress ;  while,  on  the  other  hand,  of  the 
entire  amount  of  debt  created  down  to  1820,  and 
paid  then,  and  since,  in  the  restored  value,  not 
more  than  fourteen  out  of  above  forty-one  mil- 
lions of  annual  charge,  as  presented  by  the  tables, 
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or  about  one-third,  was  to  be  referred  to  the  dates 
of  very  low  depression,  from  1808  to  1816.  The 
conditions,  therefore,  above  explained,  appear 
here  to  be  both  fulfilled  in  favour  of  the  country. 
It  redeemed  the  largest  amount  at  the  lowest 
rates,  and  when  it  may  be  supposed  that  the 
greater  part  redeemed  extinguished  claims  of  a 
higher  value ; — it  has  redeemed  much  smaller 
amounts  at  the  higher  rates,  while  probably  a 
smaller  proportion  also  belonged  to  contracts  at 
the  lowest  values.  It  may  be  hence  not  unrea- 
sonably presumed,  that  although  this  point  can- 
not be  accurately  adjusted,  yet  if  it  could  be  so, 
the  result  would  still  more  enhance  the  advan- 
tage on  the  public  side.  And  if  any  success  has 
been  attained  in  the  attempt  to  render  the  above 
reasoning  intelligible  to  the  reader,  he  will  per- 
ceive that  the  want  of  so  obvious  an  adjustment, 
still  does  not,  in  fact,  impair  our  conclusion. 

There  are  some  other  points  also,  such  as, 
2,  the  ordinary  expiration  of  terminable  annui- 
ties in  the  course  of  the  period,  and  3,  certain 
financial  operations,  which  would,  to  a  certain 
degree,  disturb  the  simple  order  of  our  inquiry, 
if  we  could  perfectly  correct  it.  But  these  are 
both  of  consequences  so  limited,  that  it  is  not 
worth  while  to  dwell  upon  their  nature. 

Taking,  however,  the  subject  in  the  form  in 
which  alone  we  have  the  means  of  submitting  it 
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to  such  investigation,  it  appears  that,  supposing 
the  country  to  have  redeemed  no  debt  since 
1799,  it  would,  at  this  moment,  be  a  gainer  by 
no  less  a  sum  than  eighteen  millions,  through  the 
effects  of  a  depreciated  currency,  even  at  the  rate 
so  palpably  unfair  as  against  its  creditors,  of  only 
3  per  cent,  interest ;  and  it  has  been  just  shown 
how  the  circumstances  of  its  progressive  redemp- 
tions would  probably,  if  they  could  be  taken  into 
the  account,  tend  to  swell  this  balance;  — nay 
more,  it  appears,  and  the  fact  is  highly  curious, 
after  the  long  outcry  against  the  injustice  to  the 
state  in  its  engagements  by  the  honest  re- avowal 
of  its  pledges-thatonlytwoyears  since,  or  in  1831, 
it  had  not  paid,  by  the  resumption  of  the  standard, 
a  sura  equal  to  the  bare,  stagnant,  unimproved 
amount  of  difference  which  it  had  gained  by  its 
suspension.  For  the  sum  which  represents  the 
simple  annual  loss  of  the  country  since  1819,  is, 
by  the  column  under  1820,  in  Table  II.  about 
£3,200,000 ;  and  if  twice  this,  or  the  loss  of 
two  years,  be  deducted  from  the  whole  simple 
loss  in  the  last  column  or  £53,700,000,  it  leaves 
only  £47,500,000  of  loss,  which  is  less  than 
the  whole  simple  loss  of  the  creditor  in  Table  I. 
by  near  £300,000.  And  if,  to  the  results  in 
either  case  here  exhibited,  we  add  the  consi- 
derations arising  from  the  repetition,  on  the  part 
of  the  public,  of  deliberate  guarantees, — the  ad- 
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vantages  thence  derived  to  it  in  point  of  credit — 
the  undoubted  right  on  the  part  of  the  original 
creditor  to  complain — the  very  questionable  one 
on  the  part  of  the  country  after  all  its  reiterated 
promises — and  the  inadequacy  of  interest  cal- 
culated at  only  3  per  cent,  to  represent  the  true 
value  of  the  gain  on  one  side,  and  loss  on  the 
other,  during  a  period  when  money  was  really 
worth  twice  as  much, — it  may  be  apprehended 
that  the  balance  would  be  such  against  the  state 
as  must  require  yet  a  very  long  time  for  its  en- 
tire liquidation,  even  were  it  anywise  capable  of 
such  a  process. 

Finally,  it  is  not  denied,  but  much  the  reverse, 
that  the  state  does  now  suffer  an  annual  loss 
upon  its  fixed  contracts.  This  inquiry  does  not 
pretend  to  diminish  the  amount  of  that  loss.  But 
it  is  designed,  and  is  presumed,  to  show,  that  if 
it  now  loses,  it  has  also  largely  gained,  through 
the  operation  of  the  self- same  causes;  and  to 
prove,  moreover,  that  if  an  "  adjustment"  truly 
"  equitable"  were  to  be  compassed,  it  would  be 
found  that  the  nation  is  not  the  only  sufferer  in 
such  contracts,  and  that  there  might  be  certain 
compensations  set  against  it  on  the  other  side, 
which  would  go  far  to  reduce,  if  not  more  than 
extinguish,  any  advantages  to  which  it  could  in 
justice  be  thence  entitled. 

THE    END. 
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TABLE    I. 
LOSS  TO  THE  PUBLIC  CREDITOR  ARISING  FROM  THE  DEPRECIATION  OF  THE  CURRENCY. 
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